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1. BEGIN SUMMARY: A NEW SOVIET-TURKISH ECONOMIC 
COOPERATION TREATY WAS SIGNED IN ANKARA ON JULY 9. FOREIGN 
MINISTER CAGLAYANGIL SIGNED FOR THE GOT AND SEMEN A. 
SKACHKOU, CHAIRMAN OE STATE COMMITTEE FOR FOREIGN 
ECONOMIC RELATIONS SIGNED ON BEHALE OE THE USSR. TREATY 
WAS DESCRIBED AS "FRAMEWORK " COVERING IN GENERAL TERMS THE 
EXPANSION OF THE ISKENDERUN STEEL MILL, THE SEYDISEHIR 
ALUMINUM COMPLEX AND CONSTRUCTION OF TWO 400 MW LIGNITE- 
FIRED THERMAL POWER PLANTS. EACH PROJECT WILL REQUIRE A 
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DETAILS. TOTAL CREDIT PROVIDED IS APPROXIMATELY $600 MILLION 
TO BE REPAID IN COMMODITY CLEARING EORMAT OVER 12 YEARS AT 
AVERAGE THREE PERCENT INTEREST PER YEAR. END SUMMARY. 

2. AGREEMENT IS THIRD IN SERIES. FIRST FOR $288 MILLION WAS 
SIGNED BY PREVIOUS DEMIREL GOVERNMENT ON MARCH 2, 1967, 

EOR CONSTRUCTION OE FIRST STAGE ISKENDERUN IRON AND STEEL 
MILL, SEYDISEHIR ALUMINUM PLANT AND OTHER SMALLER PROJECTS. 

SECOND WAS SIGNED IN 1972 AND PROVIDED INCREASED CREDIT DUE 
TO INELATIONARY COST OE PROJECTS THEN UNDER CONSTRUCTION. 

3. INFORMATION CURRENTLY AVAILABLE INDICATES THAT THE BULK OE 
THE SOVIET CREDIT WILL BE EOR THE EXPANSION OP THE ISKENDERUN 
IRON AND STEEL MILL. THE EXPANSION OP THE MILL WILL COME IN 
TWO STAGES. EXPANSION OP STAGE 1 (CAPACITY OP ONE MILLION TONS 
TO BE REACHED IN 1977-78) TO STAGE 2 (2.2 MILLION TONS), AND 
STAGE 2 TO STAGE 3 (4 MILLION TONS PER YEAR). DURING THE 1972 
DISCUSSIONS, WHICH DEALT WITH INCREASED CREDITS NEEDED TO 
PINISH STAGE 1, PEASIBILITY STUDIES INDICATED THAT STAGE 2 WOULD 
COST ABOUT $250 MILLION AND STAGE 3 APPROXIMATELY $500 MILLION. 
HIGHER COSTS HAVE RAISED THE ESTIMATES; IT IS NOW PROJECTED 
THAT TOTAL COST OP 4 MILLION TON COMPLEX WILL BE APPROXIMATELY 
$1.5 BILLION. 

4. EXPANSION PLANS EOR THE SEYDISEHIR ALUMINUM COMPLEX WILL 
BE DETERMINED IN A LATER AGREEMENT. PRESENT PLANT CAPACITY AT 
SEYDISEHIR AT FULL PRODUCTION IS 200,000 TONS OF ALUMINA PER 
YEAR. ETIBANK (STATE ECONOMIC ENTERPRISE THAT OWNS PLANT 
ESTIMATES THAT APPROXIMATELY 120,000 TONS OP ALUMINA WILL 

BE USED EOR PRODUCTION OF ALUMINUM INGOT AND 80,000 TONS OF 
ALUMINA WILL BE EXPORTED. UNDER THE TERMS OP THE ORIGINAL 
SEYDISEHIR CREDIT AGREEMENT, TURKEY AGREED TO EXPORT A 
CERTAIN PERCENTAGE OP THE ALUMINA TO THE USSR TO REPAY THE 
LOAN. (TURKEY EXPORTED 150,000 TONS OP ALUMINUM ORE TO THE 
USSR IN 1972 AND 1973 AND 44,000 TONS OF ALUMINA IN 1973; 

BOTH ARE LATEST DATA AVAILABLE.) ACCORDING TO NEWSPAPER ACCOUNTS 
THERE IS SOME DIPPERENCE OP OPINION ON THE PRODUCTION MIX 
BETWEEN ALUMINA AND ALUMINUM IN THE EXPANSION PLAN. THE 
USSR WANTS MORE ALUMINA WHEREAS THE GOT WANTS INCREASED 
PRODUCTION OP ALUMINUM INGOTS. 
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5. THE 400 MW LIGNITE-PIRED THERMAL UNITS TO BE SET UP IN 
CANNAKALE AND BOLU PROVINCES MUST BE A WELCOME ADDITION TO 
THE AGREEMENT. THE HIGH PLANNING COUNCIL OP THE GOT HAS 
PLACED EXPANSION OP ELECTRIC POWER GENERATION AND TRANSMISSION 
AT THE TOP OP ITS AGENDA. POWER OUTAGES AT CRUCIAL TIMES 
HAVE CUT INDUSTRIAL PRODUCTION AND CAUSED SERIOUS COMPLAINTS 
PROM THE PRIVATE SECTOR. THE RUSSIANS, IN PACT, IN 1974, WERE 
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QUITE DISSATISFIED WITH THE SLOW PACE OF THE SEYDISEHIR PROJECT. 

THIS RESULTED PRIMARILY FROM A POWER SHORTAGE CAUSED BY 
SLOW CONSTRUCTION OF THE 380 KV LINE FROM KEBAN DAM TO 
SEYDISEHIR AND BREAKDOWNS OF THE POWER GENERATORS AT 
THE DAM SITE ITSELF. 

6. COMMENT: TURKEY HAS BEEN GENERALLY SATISFIED WITH ITS 
PREVIOUS SOVIET COMMODITY CLEARING AGREEMENTS. IN LATE 
1974, THE GOT MANAGED TO CONCLUDE TRADE AGREEMENTS WITH 
YUGOSLAVIA, POLAND, ROMANIA, BULGARIA, HUNGARY AND THE 
PEOPLE'S REPUBLIC OF CHINA IN CONVERTIBLE CURRENCY ACCOUNTS. 

AT THE TIME, THE UNDERSECRETARY OF COMMERCE MENTIONED THAT 
DUE TO TURKEY'S STRENGTHENED FOREIGN EXCHANGE RESERVE POSITION, 
THE GOT WOULD ALSO PREFER TO USE CONVERTIBLE CURRENCY SETTLE- 
MENTS IN ANY NEW BILATERAL TRADE AGREEMENT CONCLUDED WITH THE 
USSR. THE RUSSIANS HAVE RESISTED THIS HOWEVER. 

IN ADDITION, TURKEY'S FALLING RESERVE POSITION (FROM $2 BILLION TO $1.1 

BILLION, IN LAST EIGHT MONTHS) AND SEVERE TRADE IMBALANCE 
($1.4 BILLION IN FIRST SIX MONTHS OF 1975) HAS TEMPERED 
PREVIOUS GOT DESIRES TO CONCLUDE CONVERTIBLE CURRENCY ACCORDS 
WITH THE USSR. 
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